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THE GAS SUPPLY OF BOSTON. 
II. 

In a previous article * I gave an outline of the steps 
leading up to the placing in trust of a majority of the 
stocks of four of the gas companies in Boston, and the 
issuing of the Boston United Gas Bonds. To understand 
the subsequent history of these companies and their rela- 
tion to companies not in the trust, it will be necessary at 
this point to enter somewhat more fully into the details of 
the trust agreements, dated January 1, 1889. 

As already indicated, the trust was made broad enough 
to include all the companies in the vicinity of Boston, pro- 
vided they could be brought under control at advan- 
tageous prices. Therefore, the agreements were drawn to 
cover the stocks already contracted for, and at the same 
time to provide for the possible purchase and deposit of 
the other stocks. At the time the trust agreements were 
executed but four of the companies were actually under 
control of the trust ; namely, the Bay State, the Boston, 
the South Boston, and the Roxbury companies. 

The trust agreements set forth that the owners f had 
agreed to purchase 4,800 shares of the stock of the Boston 
Company, 5,800 shares of the stock of the Roxbury Com- 
pany, and 3,900 shares of the stock of the South Boston 
Company, and that, if they could do so at favorable prices, 
they proposed to buy the remaining shares of the stock of 
these three companies and all the stocks of the Charles- 
town, the Chelsea, the Dorchester, the East Boston, the 

* Published in this Journal for July, 1898, vol. xii. pp. 419-446. 

t For the sake of brevity the three parties to these agreements 'will be 
designated here as they are in the texts of the agreements : Messrs. Addicks 
and Dillaway as the owners (of the stocks), the Mercantile Trust Company of 
New York as the trustee, and the Bay State Gas Company of New Jersey as 
the Gas Company. 
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Jamaica Plain, the Maiden and Melrose, the Newton and 
Watertown, the Waltham, the Brookline, and the Cam- 
bridge companies. 

The agreements further declared that the owners re- 
quired $12,000,000 to enable them to pay for these stocks, 
and desired to raise this sum by issuing certificates to that 
amount and pledging the stocks for the payment of the 
certificates, and that the Gas Company had agreed to issue 
its bonds for the amount required, and the trustee to 
indorse its certificates upon the same, upon the conditions 
set forth in these agreements. As already stated, the 
collateral trust bonds were to bear five per cent, interest, 
payable semi-annually, to run fifty years, and were pay- 
able in gold. The times, methods, and conditions of 
issue, so far as they concern our present purpose, were as 
follows. The Gas Company agrees to deliver its first 
series bonds for $12,000,000 to the trustee, who will in- 
dorse his trust certificate upon them. Then, upon the 
payment by the owners to the trustee of $322,380 in cash 
and the delivery to the trustee of the shares already 
contracted for, the trustee will deliver to the owners 
$7,000,000 of the first series bonds. This issue of 
$7,000,000 was based on an estimate of the entire capital 
stock of the companies concerned. The cash payment 
was to furnish a source from which the trustee could pay 
for the minority shares as the owners purchased and de- 
posited them, as they reserved the right to do at prices 
fixed in the agreements. 

These $7,000,000 in bonds were actually delivered to 
the owners in the summer of 1889 * ; and, apparently, all 
but about $1,000,000 of them were floated in London. 
This is supposed to be the source from which the money 
came to pay for the stocks of the Boston Company. 

* It will be recalled that the contract by which the owners got control of 
the Boston Company is dated March 26, 1889. On July 31, 1889, the New 
York Exchange listed $5,000,000 of these bonds, and voted to list the other 
82,000,000 as soon as they should be issued by the trustee. 
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13,000,000 of the remaining $5,000,000 of the first series 
was to be issued in sums of not less than $1,000,000 at any- 
one time upon the deposit of a majority of the stocks of 
any of the other companies named, in sufficient quantities, 
at prices fixed in the trust agreements in each case. It is, 
perhaps, needless to say that the object of the trust would 
be defeated if bonds should be issued upon the stocks of 
any company before a majority of the stock of the com- 
pany was deposited. The owners afterwards succeeded in 
getting control of one of the smaller companies, — the 
Dorchester. But the holders of gas stocks generally asked 
such high prices that these " owners " were never able to 
procure shares in sufficient quantity, at advantageous 
prices, to deposit them under the $1,000,000 rule. Con- 
sequently, no other companies have ever been brought 
under the terms of these agreements ; and the stocks of the 
Dorchester Company were held as an asset of the Bay State 
Company of Delaware, which these " owners " control. 

The remaining $2,000,000 of this possible issue could 
be put out under either one of two conditions : First, by 
the deposit by the owners with the trustee of any bonds 
or stocks which, in the opinion of Brown Brothers 
(bankers) of New York, justified such an issue, the trustee 
might issue $1,000,000 more of the bonds. Second, if, in 
the opinion of the same referees, the value of the property 
represented by the stocks already in trust should, because 
of improvements, justify it, the trustee might issue bonds 
to represent such increased value. Under this last pro- 
vision, additional issues have from time to time been made, 
amounting in all to $1,000,000. 

Still further, when the legislature of Massachusetts in 
1893 destroyed and caused to be cancelled the obligation 
for $4,500,000, it allowed the Bay State Company of 
Massachusetts to issue additional stock to the extent of 
$1,500,000, bringing the stock of this company up to 
$2,000,000, the value of the property of the company at 
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that time as judicially determined. The trust agree- 
ments allowed the Bay State Company of Delaware, 
which received this additional stock of the Bay State 
Company of Massachusetts in exchange for the obligation, 
to deposit the stock with the trustee. Thereupon the 
trustee issued 11,000,000 of Boston United Gas Bonds, 
first series. This brought the total issue of this series up 
to #9,000,000, the amount now outstanding. 

The agreement for the issue of $4,000,000 second series 
Boston United Gas Bonds is of even date with the other, 
and offers but little of interest in this connection. It is, 
in general, the same as the agreement for the first series, 
except that the second series is subject to the first series 
as a prior lien. After setting forth that the owners 
needed $4,000,000 additional money to complete the 
transactions referred to in the first agreement, provision 
is made for this issue. Of the $4,000,000 the trustee 
agrees to deliver $3,000,000 with the first instalment of 
the first series. So much was done. The remaining 
$1,000,000 has never been issued ; for this portion of the 
issue was made dependent upon the deposit of a majority 
of the shares of the Cambridge Company, and the holders 
of the stock of that company have never been willing to 
sell at what the Bay State interests regarded as reason- 
able prices. This gives, therefore, a total issue of the 
trust certificate bonds of $9,000,000 first series and 
$3,000,000 second series, — the maximum amount ever put 
out, and all still outstanding. 

The trust agreements expressly provide that nothing 
shall ever be done under them to hinder in any manner 
any one of the corporations from fulfilling all of its corpo- 
rate duties to whomsoever owed. The trustee agrees at 
all elections of directors to vote for persons whose names 
are suggested by the owners, and, in the absence of any 
such designation, to vote for persons whose names are 
suggested by at least one-third in interest of the certificate 
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holders, and, in case it becomes necessary, agrees, further, 
that he will transfer a sufficient number of shares, not 
exceeding ten, to qualify any such person for the office 
of director. The owners bind themselves, their assigns 
and the directors elected upon their nomination, never to 
place liens, mortgages, or floating debt upon the property 
of the companies, and never to allow the capital stock of 
any of the companies to be increased except upon condi- 
tion that such portion of the new shares be deposited with 
this trustee as to make the proportion of all the stock in 
trust as great as at present. The owners further bind 
themselves to sign and execute any other contracts or 
agreements necessary, or deemed necessary by the trustee, 
to carry out all the purposes of the trust. In case of the 
alienation of any real estate or other property of any of 
the companies, the proceeds of such sale must be applied 
in full to the purchase of other similar property needed by 
the company, or be handed over to the trustee, to be ap- 
plied to the sinking fund to pay the principal of the trust 
certificate bonds. 

Upon these terms the trustee agrees to receive from time 
to time all dividends and profits upon the stocks deposited, 
and, after deducting his own compensation, together with 
all taxes and other expenses of administering the trust, to 
provide a sinking fund sufficient to pay each year, after 
1894, an amount of the principal of the debt equal to at 
least one per cent, of the total debt created by the trust. 
After all of these payments are made, the trustee agrees to 
apply the remainder of the profits of these stocks first to 
the payment of the interest in full of the trust certificate 
bonds, and then to deliver to the owners any surplus re- 
maining in his hands. The owners on their part agree at 
any and all times to make good any deficits that may arise 
in the funds necessary to meet all the above payments, 
and to carry out in full any and all other purposes of the 
trust. 
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Careful provision is made for closing up the trust in 
case of default in interest or sinking fund. If any interest 
coupon remain due and unpaid for three months, the trustee 
may, and upon the request of the holders of one-fourth in 
amount of the certificates must, declare the principal of 
the debt due ; and, if for any reason, at any time, the prin- 
cipal remains due and unpaid for a period of thirty days, 
the trustee may, and upon the request of one-fourth in 
interest of the certificate holders must, proceed to sell the 
stocks and property held in trust by him for the benefit of 
all the certificate holders, equally. But all the stocks 
must be sold together in one block. The trustee, upon 
the request of the holders of one-fourth of the certificates 
in amount, is required to bid in the stocks at such sale 
on behalf of all the certificate holders ; but the price paid 
shall not exceed the amount of certificates then outstanding. 

Elaborate provision is made for replacing the trustee in 
case of removal or resignation. The trustee is removable 
by the certificate holders at any meeting duly called for 
that purpose, provided a majority of those present vote for 
such removal, and that such majority represent at least 
one-tenth in interest of the certificates. 

As already indicated, the owners, even before the exe- 
cution of the trust agreements, but really as a part of the 
trust arrangements, had entered into contracts to sell all 
their interests in the stocks of the Boston gas companies 
to the Bay State Gas Company of New Jersey. This sale 
was subject only to the terms of the trust agreements, 
which at that time had been drawn and were merely 
awaiting execution. The consideration given by the Gas 
Company for these stocks consisted of : (1) paid-up capital 
stock of the Gas Company to the amount of $995,000, being 
all but $5,000 of the capital stock at that time authorized ; 
(2) -85,000,000 additional stock of the Gas Company when 
the capital stock should be increased to $6,000,000, such 
increase having already been planned, being authorized by 
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vote of the directors on July 10, 1889 ; (3) the complete 
issue of the trust certificate bonds, first and second series, 
as provided in the trust agreements. For these consid- 
erations Messrs. Addicks and Dillaway assigned to the 
New Jersey Company all their right, title, and equity in 
the stocks of these four Boston gas companies. It will 
not escape observation that by this sale these private 
" owners " became the corporate " owners " of virtually 
the whole stock of the New Jersey Company, which, of 
course, by this contract assumed all the obligations of the 
owners under the trust agreements. The first series of 
trust certificate bonds was protected by allowing the 
holders of these bonds to attend all meetings of the stock- 
holders of the Gas Company, and to vote at the same at 
the rate of one vote for each $200 in bonds. The propor- 
tion of the total voting power of the company granted to 
these bondholders was to be maintained in case the com- 
pany issued additional stock or gave voting power to any 
other securities. This provision was not likely to throw 
the balance of voting power into the hands of the bond- 
holders. For it was based on a share capital of $6,000,- 
000, all held by the same parties, who could, by a very 
small holding of bonds, control the action of the com- 
pany, even if the whole $12,000,000 of first series bonds 
should be issued. But it was highly improbable from 
the first that so large an amount of bonds as $12,000,000 
would ever be put out. 

In August, 1889, Messrs. Addicks and Dillaway entered 
into a contract with the Bay State Gas Company of Dela- 
ware, by which that company acquired the $995,000 of 
stock in the New Jersey Company, together with any 
additional stock to be issued under the agreement of 
March 13, 1889, as well as all the other rights, title, and 
interest of Messrs. Addicks and Dillaway in that agree- 
ment. 

This particular chain of contracts, in which these two 
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persons, acting as one party, were contracting with them- 
selves, was brought to a close by an agreement between 
the Bay State Gas Company of New Jersey and the Bay 
State Gas Company of Delaware, under date of April 9, 
1890. By the terms of this contract the New Jersey Com- 
pany assigned all its rights, title, interest, and equities in 
the Boston gas stocks and in all the above-mentioned con- 
tracts and agreements to the Delaware Company, which in 
its turn, of course, assumed all the debts, agreements, 
contracts, and obligations of the New Jersey Company. 
The Delaware Company thereby became responsible, 
among other things, for the principal and interest of the 
trust certificate bonds. The nominal consideration given 
by the Delaware Company, as appears from the face of the 
contract, was (1) the sum of 8150,000 which the Delaware 
Company had previously lent to the New Jersey Company, 
and (2) one-tenth of 1 per cent, on the share capital of the 
New Jersey Company for the time being, plus 11,000, 
both to be paid annually on January 1. This payment 
was apparently required for the purposes of meeting the 
expense of maintaining the corporate organization, and 
possibly for paying some corporate salaries. 

It will be observed by one who has followed all the 
previous steps that Messrs. Addicks and Dillaway, 
whether contracting under one name or another, have 
always as a single party represented both sides in every 
contract. With the closing of this last-mentioned con- 
tract, we reach, after a multiplicity of such contracts 
covering a series of about six years, a comparatively 
simple stage in these affairs. To sum up the situation, 
we find a majority of the stocks of four of the Boston gas 
companies held in trust for the Bay State Gas Company 
of Delaware, which stands bound to pay the interest and 
principal of $12,000,000 of trust bonds as well as all other 
expenses of the trust. This Delaware Company has also 
complete control of all the subsidiary companies, and of 
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the obligation for $4,500,000 issued by the Bay State Gas 
Company of Boston, and, as such owner, is entitled to the 
dividends and interest that may be drawn from the same. 
Let us now retrace our steps a little, to see what the 
Boston Gas Syndicate cost. The trustees of the Syndicate 
received each a salary of $2,500 per year, and, jointly, 2 
per cent, commission on all the funds disbursed by them. 
The cost of putting the stocks in trust up to April 11, 
1889, according to the books of the Syndicate, amounted, 
in all, to $277,712.82, divided as follows : — 

Commissions $188,461.50* 

Salaries 66,657.65 

Office expenditure 16,301.02 

Legal expenses 6,292.65 

Total $277,712.82 



It may be remarked, in passing, that this is equal to 
6.62 per cent, on the share capital of all the companies 
now in the trust, including the Bay State Company, which 
was not in considerable operation until after July 1, 1890. 
If the Bay State Company be excluded, it makes about 
7.84 per cent, on all the stocks involved. From another 
point of view, this item amounts to a little more than 69.2 
per cent, of the net earnings, or 82.5 per cent, of the total 
dividends paid in 1887f by all the companies concerned. 

The trust may fairly be said to have been completed 
with the listing of the first portion of Boston United Gas 
Bonds on the New York Stock Exchange, July 31, 1889. 
The par value of the stocks of the combined companies 

* The commissions were on disbursements irrespective of the source from 
which funds were obtained. This item, therefore, includes a commission of 
$9, 142.50 on the stock of the Dorchester Company. The stocks of this company 
were deposited as collateral for the purchase money for them at $125 per share. 
The equity in them, as already indicated, belongs to the Bay State Gas Company 
of Delaware. 

t The accounts of all Massachusetts gas companies are, by law, closed on 
June 30 of each year. All references are to fiscal years, ending on June 30 of 
the year named, unless calendar years are specifically mentioned. 
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was $4,040,000, with minority shares, to the extent of 
$52,000, in all remaining outside the trust. The companies 
had at that time quick assets estimated at $1,000,000, with 
no indebtedness except the obligation for $4,500,000 of the 
Bay State Company and a floating debt of about $50,000 
on the South Boston Company. 

As a basis for future discussion, it seems desirable, even 
at the risk of repetition, to digress somewhat, in order to 
consider more fully the probable cost of the works of the 
Bay State Company of Massachusetts. I make no preten- 
sions to any exact knowledge on this point. The estimate 
of $750,000 (apart from patent rights, carried on the 
books at $250,000*) was avowedly put forth as an estimate 
only, based, however, on all available evidence. Certainly, 
no other point was more seriously considered in the inves- 
tigation of 1893 than this one. The opponents of the 
company put two expert witnesses on the stand, who 
agreed substantially on a figure somewhat less than that 
given above. The president and chief counsel of the Bay 
State Company, who were at the same time also president 
and chief counsel of the Construction Company that built 
the works, wished the impression to prevail that the prop- 
erty cost the Construction Company from $2,000,000 to 
$3,000,000. But they refused absolutely to produce the 
books and accounts of the Construction Company, which 
were beyond the jurisdiction of the committee, being out- 

* These patents seem to have come into the possession of the Bay State in- 
terests, partly as a bonus, or part consideration of the price of $150 a share, 
paid by the Boston Gas Syndicate for the stock of the South Boston Company 
in 1887, and partly by sale or assignment to the Bay State Company by the 
Beacon Construction Company, July 25, 1885, for $250,000 of certain patents 
procured from the Gas-works Construction Company. The patents appear 
later to have been held in the name of the Syndicate, the Bay State Company 
of Boston, or the Bay State Company of Delaware, as suited the convenience of 
the interested parties. Of this asset, Mayor Matthews said, after examining 
all the books and accounts of the company, " There is not an entry on the books 
of the Bay State Gas Company of Massachusetts to show that they ever paid a 
dollar for patents " ; and, again, " There are patents in their assets, but there is 
nothing in their books to show that they ever paid a dollar for them." Inves- 
tigation 0/1893, p. 400. 
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side the State. These would have been conclusive evi- 
dence on the point, and of course would have been 
produced if those in charge of them had deemed it in their 
interest to produce them. The Bay State interest not 
only refused to produce this conclusive evidence in their 
hands, but also declined to call any expert witnesses, al- 
though they had such a witness at the investigation, to be 
used in case of an emergency. When the president and 
chief owner of both the Gas Company and the Construc- 
tion Company was on the witness-stand, he insisted that 
his memory was a complete blank as far as the cost of the 
works was concerned. While, therefore, it has never been 
demonstrated that the Bay State works did not cost more 
than $750,000, it is indisputable that those pretending 
that they cost something like $3,000,000 preferred that 
the only evidence submitted to the committee should go 
to show that they cost less than three-quarters of a mill- 
ion dollars rather than to have the exact cost known. 

These facts, under all the circumstances, and especially 
in view of the well-known leniency of the American public 
towards over-capitalization in moderate quantities, estab- 
lish a strong presumption against a cost greatly in excess 
of the estimate already given. To these considerations 
should be added, for what they are worth, the figures from 
the various sworn returns made by the company to the 
State. It should not escape notice, also, that the pretence 
that the works cost between $2,000,000 and $3,000,000 
was never put forth by the interested parties cognizant of 
all the facts in the case as a specific statement of truth, 
but as an ambiguous suggestion or insinuation. For ex- 
ample, when the attorney for the company in his argument 
in 1893 came to discuss the evidence on this point, he con- 
fined himself wholly to making an attack upon the char- 
acter of the witnesses as experts and to impugning, in 
general, the motives of the prosecution. At this point he 
also came dangerously near to an admission that the claim 
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of the opposition was correct when he said,* " It is con- 
ceded, and the evidence before you shows, that the gas 
plant did not cost the contractors who built it $4,950,000 
in cash.-\ It is claimed upon the one side that it cost less 
than $1,000,000 ; and it is claimed by us that upon the 
evidence, if it is material to be considered at all, it cost 
between two millions and a half and three millions of 
dollars in stocks and bonds." f In another place he says, 
" The worst view that can be taken against the company 
shows that they [the works] must be taken to have cost, 
without estimating the patents, over one million dollars." 
Some light is also thrown on the estimate of $3,000,000 by 
the evasive testimony of Mr. Samuel Little, one of the 
trustees of the Syndicate. On the witness-stand, he de- 
clared the plant of the Bay State Company worth three 
million dollars. He was then asked the following ques- 
tion : " When you say it was worth three million dollars, 
you mean, if you could have the gas plant to work with 
the franchises and everything connected with it, that you 
could earn an income on three million dollars ? " To this 
he answered, "Yes, sir." Reference should be made at 
this point to the petition to the New York Stock Exchange 
to list the first series of trust certificate bonds, which is 
interesting also, as showing us on what vague and indefinite 
statements the public is expected to invest in securities. 
This document, after describing the stocks on which the 
bonds are based and stating with substantial accuracy how 
much had been paid for them, about eight and one-half 
million dollars, adds : " The Bay State Company of Massa- 
chusetts has built the finest water gas works in the coun- 
try, which have been valued at $3,000,000. The cash cost 
of the property underlying these $7,000,000 of bonds is 
therefore considerably over $10,000,000, and the properties 
are worth an earning capacity very much beyond their 
cost." As a matter of fact, the property of this company 

* Investigation of 1893, pp. 511, 524. t The Italics are not in the original. 
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was assessed May 1, 1889, at $501,300 ; and the only other 
valuation put upon it up to that time was by its owners 
for advertising purposes. It is true that four and one- 
half years later, after considerable additions had been made 
to the plant, when the legislature wiped out the obliga- 
tion for $4,500,000, the value of the works was judicially 
appraised at $2,000,000. The present writer has no data 
for estimating the value of the additions referred to. The 
character of the commissioners of the court which fixed 
this valuation was entirely above reproach or suspicion. 
The commissioners were instructed not to include any 
value for the franchise ; yet, so far as I can find out, they 
had to place a value upon these works without having 
access to the books and accounts of the Construction 
Company that built them. At that time the companies 
were actually combined, and the act under which this 
valuation was made was conclusive evidence that it was 
not the intention of the legislature to interfere further 
with the combination to the injury of the stockholders. 
But every oue knows that the property, so managed, was 
worth very much more than the same property would 
have been with each company acting independently.* 
Furthermore, the commissioners were appointed to deter- 
mine " the actual market value of said company, . . . not 
including therein any value for its franchises," and not 
the original cost of the property to the Construction Com- 
pany. Is it not possible, therefore, that the valuation of 
$2,000,000 placed upon the property October 30, 1893, 
was much higher than the same commissioners would 
have placed upon exactly the same tangible property if 
the earning power of the company had been much less 

* Those in control of the combination estimated that operating the com- 
panies in harmony would save $200,000 in the expense per annum. This esti- 
mate is not based on the supposition that the companies, if not combined, 
would be engaged in actual competition, but rather that they would be operated 
separately with a division of territory, as was the case before the combination. 
Investigation of 1893, Appendix, p. lxxii. 
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than it was because of actual or prospective competition 
with the other companies ? * 

Let us return from this digression. In the light of all 
the evidence we must conclude that those in control of the 
combined companies had at that time invested in the 
enterprise (at what to many people, it is true, seemed 
exorbitant prices) somewhere between nine and ten 
million dollars when, upon such a property they planned 
an issue of $17,000,000 of foreign, or extra-state, capitali- 
zation. They were well aware that the three active com- 
panies occupying the whole field now held by the combi- 
nation paid in dividends for the three years 1886-1888 a 

* The tax assessors in Boston are generally supposed to live reasonably up 
to the law requiring them to assess all property at its fair market value. If 
the judicial valuation of $2,000,000 on the property of the Bay State works 
was not excessive, it seems strange, especially after the hostility against the 
company created by the investigation, that the company should have suc- 
ceeded in keeping its tax assessment so low as it did for so many years after- 
wards. Remembering that until November, 1893, the Bay State Company had 
$500,000 share capital and the $4,500,000 obligation, and after that date had 
$2,000,000 of share capital and no debts, and that during the whole period 
under consideration the Boston Company had $2,500,000 in share capital and 
no debts, let us make a comparison of the value of the property of the two 
companies for purposes of taxation. The figures will be doubly interesting, 
when we come to discuss the earnings of the two companies, if we add the 
dividends and interest to this table. The assessments are as of May 1, each 
year ; the dividends and interest for the fiscal year ending on June 30, in each 
case. The figures are as follows : — 

Dividends and 

Valuation Bay Valuation interest Bay Dividends 

Year. State Co. Boston Co. State Co. Boston Co. 

1886 $76,000 $4,124,900 $250,000 

1887 202,000 4,269,100 250,000 

18*>8 202,000 4,269,100 250,000 

1889 501,300 4,269,100 267,000 

1890 526,300 4,351,000 $100,000.00a 250,000 

1891 626,300 4,355,800 500,000.00 a 187,600 

1892 631,500 4,457,200 450,000.00 a 250,000 

1893 661,500 4,516,900 437,600.00 a 250,000 

1894 661,500 4,643,400 381,232.871) 250,000 

1895 821,500 4,548,600 170,000.00 237,500 

1896 1,022,500 4,556,800 200,000.00 225,000 

a The figures are taken from the annual reports of the Gas Commission. They 
differ slightly from those given in the Report of the Investigation of 1893, pp. 47 
and 54. The probability is that those given above are correct. Cf. note, p. 41. 

l> In this case I have not the data at hand to distribute the dividend through- 
out the year. Therefore, taking the total paid on the stock for the year, I assume 
that the dividend was uniform and that the obligation for $4,600,000 drew interest 
at the same rate for the exact portion of the year it remained outstanding. 
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total of but $947,000, or an average of $315,666 per year ; 
while to pay the interest on the trust certificate and in- 
come bonds at the agreed rates and 5 per cent, on the 
stock of the Delaware Company would require about three 
times this amount, or $890,000 per year. 

No statute forbade the raising of the price of gas to the 
public, or the distributing of more than 10 per cent, divi- 
dends regularly on the stocks of the Boston gas companies. 
But those who formed the combination did so with the 
full knowledge that a tradition stronger than any statute 
fixed 10 per cent, as a general maximum dividend, and 
that, having gained admission to Boston solely on the 
strength of the promise to give the public cheaper gas, it 
would be impossible to raise materially the price of gas in 
Boston at a time when gas prices everywhere else were 
rapidly declining. It was perfectly plain to everybody 
concerned that any attempt to raise the price would cause 
appeals to the legislature and the Gas Commission for 
investigation, regulation, and lowering of the price of gas. 

Therefore, if those who brought about the "harmonious 
relations " of these companies were to reap anything more 
than large personal salaries * and counsel fees as a result 
of their years of effort, two things were necessary : first, a 
great increase of net earnings from the use of water gas 
and economy of administration; and, second, a turning 
of all the surplus earnings of all the companies into the 
treasury of the Bay State Company of Massachusetts, to 
go to the treasury of the Bay State of Delaware in the 
guise of interest on the $4,500,000 obligation, and then to 
be transformed once more into the form of interest and 
dividends on the foreign capitalization. It now becomes 

* The annual salaries and directors' allowances of the four combined com- 
panies were in 1887 but $18,300. After the consolidation they rose to $60,930. 
I have not the data at hand to apportion this among the different officers ; but 
the salary of the president, who was of course the chief owner, was $25,000. 
It was said by opposing counsel, and not denied, that the brother of the presi- 
dent received also .$25,000 as treasurer of all the companies ; but this seems 
improbable. 
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plain, if we take into view the statutes and also the tradi- 
tions of Massachusetts, why this multiplicity of companies 
had been necessary, and also what the exact function to 
be performed by the obligation for $4,500,000 was. If the 
net profits of all the companies did not exceed 10 per cent, 
on the share capital, allowing for the dividends on the 
minority shares, there would be but $398,700 to pay 
interest on the Boston United Gas Bonds, leaving an 
annual deficit on this account alone of $101,300, with 
nothing whatever for the stock and bonds of the Delaware 
Company. The problem was, therefore, virtually to triple 
the earnings from this gas field, and to turn all the 
surplus into the Bay State treasury. 

Even before the technical completion of the trust, the 
diversion of surplus began. The Boston Gas Syndicate 
declared an extra cash dividend of $150,000, or 25 per 
cent., on the stock of the Roxbury Company on February 
19, 1889, and thus got rid of the accumulated cash of that 
company. 

When the companies had been brought into harmony, 
they elected substantially identical boards of directors, and 
moved the business all into one set of offices, as soon as 
practicable, in view of unexpired leases and contracts. 
The next step was to sell water gas patents to the subject 
companies. On this account the Bay State interests took 
from the treasury of the Boston Company $150,000, from 
that of the Roxbury Company $50,000, and from that of 
the South Boston Company $25,000. The whole history 
of the Bay State Company shows that when its directors 
sold to themselves, as directors of the other companies, 
these licenses, or patent rights, they had no intention of 
allowing these companies to make any use of the rights, 
but fully intended to manufacture gas in the Bay State 
works, and sell it to the other companies as soon as the 
Bay State plant was capable of supplying the demands of 
the field. It will be recalled in this connection that the 
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Bay State Company sold no gas to consumers until about 
July 1, 1891, and that, having in all less than sixteen 
miles of street mains, its sales to consumers since have 
necessarily been insignificant. As a matter of fact, the 
Roxbury company ceased .to manufacture any gas what- 
ever before it bought the rights, and its plant remains 
shut down to this day. For the vote of the directors 
authorizing the purchase of the rights was passed on 
April 24, 1890; while a committee of the directors was 
appointed June 20, 1889, to consider the advisability of 
closing the works and buying gas of " some other com- 
pany." Upon the recommendation of this committee, 
such purchase of gas was authorized July 12, 1889, or 
nearly a year before the purchase of the patents. The 
closing down of the works was a gradual process ; and it 
was not until about July 1, 1892, that the works of this 
and the Dorchester Company were completely and per- 
manently closed down.* The Boston Company made no 
attempt to manufacture any water gas until April, 1893, 
when the increasing demands of the field had outrun the 
capacity of the existing plants. The attempted justifica- 
tion of this sale of patents by the Bay State party to those 
under its control appears in large measure untenable. 
The claim put forth was, first, that the corporations had 
to be kept legally separate, and that each one had at all 
times to be prepared, in case of necessity, to act inde- 
pendently; and, in the next place, that the companies 
could not distribute water gas made by the Bay State 
Company without these patents. This last point has never 
been adjudicated ; but, so far as the present writer has 
been able to ascertain, the patents are all for some manu- 
facturing process, and it is. difficult to see why any license 
should be necessary to distribute gas legally made by these 
patent processes and once sold. 

*The South Boston Company continued to manufacture coal gas longer 
than any other of the captive companies. It has made no gas of any kind since 
the middle of 1895. 
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The inter-company sales of gas furnish one of the chief 
means of accomplishing the main object of the Bay State 
Company, and, therefore, demand our careful attention. 
It should be borne in mind that, although the Bay State 
works were tested as early as December, 1887, and, 
although the contract for constructing them was accepted 
as completed in March, 1889, the company had no right to 
distribute the only gas it could manufacture until after 
the act of 1888. In fact, the act of 1888 merely authorized 
the Gas Commission, under certain conditions, to license 
the distribution of gas containing more than 10 per cent, 
of carbonic oxide, and the Bay State Company took out no 
license under the act. When in the spring of 1890 the 
legislature formally repealed the 10 per cent, limit, and 
thus for the first time opened the way for the unrestricted 
sale of water gas, the Bay State Company was still a 
financial, and not a manufacturing company. At this time, 
moreover, it had no distributing system whatever. It 
could not, therefore, before this time have done any gas 
business, even in the absence of legal prohibitions, until it 
had command of the distributing systems of the other 
companies. The manufacturing operations of the com- 
pany may be said, practically, to have begun after the 
act of 1890.* This is about a year after the completion 
of the trust, and more than a year after the work of the con- 
tractor was accepted as complete. For, although the speci- 
fications called for a manufacturing capacity of 4,000,000 
cubic feet of gas per day, or about 1,250 to 1,460 million 
feet per year, the company, with full control of the other 

* It is true that before the act of 1890 the Bay State Company had sold in 
all about 161,000,000 feet of gas to the other companies, which mixed coal gas 
with this water gas and distributed it to their customers. It is understood 
that this mixture contained regularly more than 10 per cent, of carbonic oxide. 
But the companies became liable to a penalty under this prohibition only, if 
their gas contained more than the legal limit of carbonic oxide "on three 
successive examinations." By some toleration on the part of the State admin- 
istration it was easy for the companies to find out when inspections would be 
made, and thus continue these sales and still avoid the penalty by being within 
the limit at one examination out of three. 
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companies, had sold in all, before July 1, 1890, as stated 
above, but about 161,000,000 feet. Until that date the 
energy of the Bay State Company had been expended in 
perfecting arrangements with the other companies and 
in trying to get favorable legislation. 

After the unacceptable act of 1888, authorizing the com- 
pany to increase its capital stock, it turned its chief ac- 
tivity to an attempt to get from the legislature the right 
to consolidate legally, by lease or ownership, all the com- 
panies in and about Boston. In the session of 1890 it 
finally forced through the legislature a bill authorizing 
all the companies doing business in any town or city in 
the State to consolidate at the will of the stockholders. 
This bill virtually left the terms of consolidation and the 
amount of capitalization at the discretion of the stock- 
holders. Fortunately for the good name of the State, 
Governor Brackett vetoed this bill ; and the company was 
unable to overcome the veto in the legislature. 

After more than six years of remarkable and fruitless 
appeals to the legislature for special legislation favorable 
to the company, and of legal and financial manipulation, 
about July 1, 1890, the Bay State Company found itself in 
possession of a magnificent water gas plant of large capac- 
ity, and in complete control of four other companies, with 
perhaps, on the whole, the most valuable field for the sale of 
gas in the world. The company determined, without for 
a moment ceasing its appeals to the legislature, to make 
the most of such legal rights as it already possessed. It 
is easy to see that, if the Bay State Company were allowed 
to sell gas to the companies controlled by it, at its own 
prices, there could be no limit to its ability to turn all the 
profits of all the companies into the desired channel ; 
namely, into the treasury of the Bay State Company. The 
directors of the company assumed that they had such right ; 
and, when it became known that they were acting on this 
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assumption, the chief counsel of the company said that 
before taking such action they procured the opinions of 
eminent special counsel,* whom he named, on this and all 
other important steps taken by their company. It will be 
recalled that the Gas Commission, by the act creating it 
in 1885, was given authority, after petition and public 
hearing, to fix absolutely the price of gas to consumers. 
But the commission took the view that this clause did 
not apply to sales of gas by one company to another, and 
that the powers of the commission gave it no authority or 
jurisdiction whatever over such sales. There seemed to 
be no other statute affecting these sales. Even if the 
commission had assumed jurisdiction over this matter, 
there could be no question that it was deprived of any 
initiative in the case, as it could not act directly without 
a petition. Although several petitions looking in this di- 
rection had been presented to the commission, no one of 
them had ever been pressed to a decision, all being either 
thrown out because of some defect or dropped at the re- 
quest of the petitioners, after some sort of compromise or 
understanding with the company concerned. 

At this time the Bay State works were declared to be 
the most perfect in the world. The general public under- 
stood that the expense of manufacturing water gas was 
much less than that of coal gas, but had no means of deter- 
mining the exact degree of difference. The public also 
knew that the inter-company salesf of gas were going on, 
and was familiar with the reports of the Gas Commission 

*See Investigation of 1893, pp. 229, 325, where this language occurs : "Such 
lawyers as the late General Butler, ex-Governor Gaston, Judge Hoar, Richard 
Olney, George A. Bruce, Robert M. Morse, have tried in vain to find some 
defect, but have universally failed of success. " 

t The sales of gas by one company to another began before the formation 
of the trust by the sale to the Roxbury Company by the Boston Company of 
1,709,000 feet in the year 1887. The fact that the Bay State Company was al- 
ready negotiating for a lease of this company, and had at the time a bill pend- 
ing in the legislature to authorize such a lease, may have prevented this 
company from making the extensions of its plant necessary to meet the demands 
of the field. 
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stating the amounts of such gas sold; but the prices 
charged one company by another were not made known by 
the commission. The jealousy and fear of the other gas 
companies towards the Bay State Company at the beginning 
of its career did not abate as the years went on, but rather 
increased. The constant appeals of the Bay State Company 
to the legislature tended to strengthen rather than to 
allay this feeling. The result was a constantly growing 
legislative and popular hostility towards the Bay State in- 
terests. This finally culminated in a joint resolution of 
the two Houses of the legislature, passed February 20, 
1892, ordering the Gas Commission to report within thirty 
days to the legislature upon the relations of the Boston 
Company to the other companies. 

The specific points covered by the order were as to 
whether the prices charged by the Boston Company had 
been raised within six months ; as to what that company 
could manufacture and distribute gas for, and pay 8 per 
cent, on its capital ; as to what extent the Boston Com- 
pany was paying excessive rent for street mains ; and as to 
what extent it was paying one dollar per thousand feet for 
gas which it could manufacture itself at less cost; and, 
finally, as to whether or not the Bay State Company was 
diverting the surplus earnings of the Boston Company into 
the treasury of the Bay State Company of Delaware. It 
was through this report, presented March 25, 1892,* that 
the facts in regard to the relations of the companies first 
reached the general public. Further investigation covering 
all the companies concerned was inevitable from the day 
this report was made public. The great investigation of 
1893 was the necessary and speedy sequence. From these 
two reports all the important relations of these companies 
can be worked out. The conditions revealed by the report 
of 1893, however in accord with the statutes they may 

* Senate Document 102 for 1892. The report is also to be found in full as an 
appendix to the Eighth Annual Beport of the Board of Gas and Electric Light 
Commissioners, 1893. 
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have been, were clearly such as the legislature, for at least 
two decades, had been trying to make impossible. It must 
have been plain to any student of the development of po- 
litical sentiment or of corporate enterprises, upon reading 
that report, that no American public would knowingly 
tolerate and permit such relations to continue. 

At this time the total annual consumption of gas for all 
purposes in the territory occupied by the Bay State interests 
was about 1,400 million cubic feet. The report showed 
that in the twenty months from July 1, 1890, to March 1, 
1892, the Bay State Company sold to the Boston Com- 
pany* 1,264.3 million feet of gas at one dollar per thou- 
sand feet. For the last half of the calendar year 1891 it 
gave a discount of $70,000 in a lump sum; and, later, 
some slight but irregular discounts were allowed, bringing 
the total received from the Boston Company for the whole 
period for gas down to $1,194,339, f and the average price 
down to a little less than 94.5 cents per thousand feet. 
No explanation whatever of these discounts is to be found 
in the records of the companies. No system of discounts 
was followed at any time. The $70,000 is simply sub- 
tracted from the total due, under the designation "dis- 
count." It is probable that the deduction was made in 
order to prevent the Bay State Company from earning 
more than 10 per cent, on its capital stock for that half- 
year, or to enable the Boston Company to pay its accus- 
tomed 10 per cent, dividend.^ 

* These inter-company sales of gas were in some cases apparently indirect j 
i.e., the Bay State Company sold to the Boston Company, and the Boston 
Company sold to the Roxbury and Dorchester companies. Eighth Annual Re- 
port of the Gas Commission, p. 7. 

t These figures are from the special report of March, 1892. The records of 
the Bay State Company show that on June 30, 1892, some three months after 
this report was made, a further discount of $41,000 was granted to the Boston 
Company; and a similar discount of $4,000 was made to the Dorchester Com- 
pany at the same time. These facts affect slightly the figures given in the text. 

t After examining all the books of these companies, the counsel opposed to 
the Bay State Company had this to say of the sales : " If you go and look at 
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Up to July 1, 1892, the Roxbury and Dorchester com- 
panies had bought 639.5 million feet of gas, the Roxbury 
paying one dollar net, while the Dorchester paid but 
eighty-five cents (with some slight discounts). The only 
explanation of this difference suggested, so far as the 
writer has been able to discover, is that the owners of the 
stocks of the Dorchester Company had borrowed on it at 
so high a rate that the earnings of the stock would not 
have paid the interest on the loan, had the company paid 
as high a price for gas as the other companies. But these 
companies are so small as to offer rather a speculative than 
a practical interest. 

The treasury of the Boston Company, however, was still 
too fat after the sales of gas to it ; and other devices for 
distributing the gains were sought. The gas was sold to 
other companies in the holders of the Bay State Company, 
which was so fortunate as to own the only pipes that 
could carry this gas to the distributing systems of the sub- 
ject companies. Probably for the reasons already sug- 
gested, no charge for the rent of mains was made to the 
minor companies. But on July 1, 1889, the Boston Com- 
pany began to use about three miles of the Bay State's 
connecting mains, and at the end of October of the same 
year about three miles more, making in all about six miles 
of pipe, the first cost of which was somewhat less than 
$150,000. For the use of these mains the Boston Com- 
pany paid the Bay State Company $100,000 for each 
of the calendar years 1889 and 1890. During these two 
years the Boston Company bought just 391,230,000 feet 
of gas. The rent on the mains was, therefore, about 51.1 
cents per thousand feet. This brought the price of gas 

their books, you will find that the price charged for gas in 1891 and 1892 to 
these other companies by the Bay State Company is a mere matter of book- 
keeping:. There is not a vote on their records saying what the price of gas shall 
be to the different companies. At the end of the year the book- keeper, Mr. 
F. P. Addieks, simply makes a calculation of what the necessity of each com- 
pany is, and then makes the charges for gas accordingly." Investigation of 
1893, p. 576. 
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up to $1,511 when it reached the mains of the Boston 
Company. 

It would have been disastrous for the Boston Company 
to buy all the gas it distributed at that price ; for the net 
average price received by it from consumers was for the 
fiscal year 1890 but $1.23, and for 1891 but $1.21. At 
this time the company, acting independently, could make 
coal gas for about 53 cents per thousand. By adapting its 
works to water gas processes for which it owned the 
rights, it could manufacture very much below this figure. 
In fact, the Bay State Company, according to calculations 
made from the sworn returns of the company, was manu- 
facturing the gas for which it was charging the Boston 
Company (apart from the exorbitant rent for street 
mains) $1 per thousand, for about 40 cents per thousand 
for the fiscal year 1891, and at about 33 to 35 cents per 
thousand for the fiscal year 1892. Further, any statement 
of what it cost the Boston Company during this period 
to make coal gas would be meaningless without a previous 
explanation of its minor business dealings with the Bay 
State Company. For " in the spring or early summer of 
1890 " the Boston Company began to buy virtually all of 
its coal of the Bay State Company at what was officially 
declared to be an advance over the market price. Within 
about a year the net gain from this source to the Bay 
State Company amounted to about $33,700. During the 
same time the Bay State Company made a clear gain of 
$8,000 by buying tar from the Boston Company for less 
than the market price. To this should be added still an 
extra gain estimated at $16,000 from the sale of naphtha 
to the Boston Company at excessive prices. Those in 
control of the combined companies declared that the com- 
panies were strictly private corporations; and, therefore, 
no law forbade them making such contracts among them- 
selves as they wished. They attempted some justification, 
too, by general theorizing as to the advantages of dealing 
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in large quantities. At all events, it is apparent from the 
above facts that there was no lack of means to direct any- 
possible surplus from the treasury of the Boston Company 
into that of the Bay State Company. But there was some 
danger that this surplus might prove inadequate to the 
demands made upon it. Although those in control were 
too wise to attempt a general increase of the selling price 
of gas, they found a way to add materially to the income 
of the Boston Company without antagonizing the popular 
demand for cheaper gas. In the autumn of 1887 the Bos- 
ton Company, then foreseeing a war of rates with the Bay 
State Company, whose works were nearing completion, 
had authorized three year contracts, at $1 a thousand feet, 
with all consumers whose bills had previously exceeded 
§2,000 annually, and a discount of 10 cents per thousand 
feet from the regular price of 11.30 per thousand to those 
whose bills had heretofore been between $1,000 and $2,000 
per year. April 10, 1889, the directors voted " that the 
rebate of 10 cents per thousand feet allowed to large con- 
sumers be continued for the present." No further cor- 
porate action in regard to these prices was ever taken by 
the company ; but consumers of the first class were charged 
the regular price after January 1, 1892, and those of the 
second class after January 1, 1891. While these discounts 
were in force, they amounted together to about $45,000 a 
year ; and their cessation probably added nearly as much 
as that to the treasury of the Boston Company, since the 
increase of price to customers of this class would not be 
likely to affect largely the amount of consumption. This 
addition to income was made by a policy that tended 
rather to increase than to destroy popular favor. For, 
although it was a clear gain to the company, and raised 
the average price of gas from $1.21 per thousand in 1891 
to $1.28 per thousand in 1892, it was justified by the com- 
pany as a first step towards the " American " policy of 
equal treatment to all. 
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According to the special report made in 1892 by the 
Gas Commission, it had cost the Boston Company 84 cents 
per thousand in the holder for the coal gas manufactured 
by it, whereas the same gas could have been made for 53 
cents per thousand but for the " harmonious " relations of 
the companies. The cost of distribution was placed at 24 
cents per thousand, that of annual renewals and extensions 
at 8 cents ; and at the then rate of consumption the com- 
mission declared 15 cents per thousand sufficient to pay 
8 per cent, dividend on the capital actually invested. After 
a thorough examination of all the facts the commission 
concluded that the Boston Company, under the conditions 
of that time, acting independently, could sell coal gas to 
consumers at one dollar per thousand on an 8 per cent, 
dividend basis, whereas the combination had for several 
years been selling a much cheaper gas in this territory at 
from about $1.21 to about $1.28 per thousand net. 

In addition to the diversion of surplus by means of the 
specific sales and contracts already referred to, the annual 
returns of the different companies in the combination show 
clearly that the general expense of managing the whole 
business was almost entirely borne by the treasury of the 
Boston Company. 

The following table will illustrate this point, and at the 
same time give some idea of the general effects of the 
relations of the companies : — 

Fiscal year. Fiscal year. 

1. Gas made in feet. 1891. 1892. 

Boston Company 861,098,100 567,771,100 

Bay State Company 625,929,000 885,480,000 

2. Net cost of manufacturing the same per 

thousand feet. 

Boston Company 60 cents 54 cents 

Bay State Company 40 cents 33 cents 

3. All other expenses than manufacturing, 

cost per thousand feet. 

Boston Company 23 cents 26 cents 

Bay State Company 3 cents 2.7 cents 
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4. Total expenses, excepting manufacturing Fiscal year. Fiscal year. 

cost. 1891. 1892. 

Boston Company $350,595.95* $345,139.42 

Bay State Company 25,474.00 17,977.41 

5. Total paid in dividends. 

Boston Company $187,500.00 $250,000.00 

Bay State Company 473,494.78 t 477,000.00 1 

It will be noticed that the necessities of the case required 
the cutting down of the dividends of the Boston Company 
to a figure unknown before for more than a decade ; i.e., 
to 7.5 per cent. To pay so large a sum on the obligation 
and stock of the Bay State Company also caused the divi- 
dends on the stock of the minor companies to be reduced 
in some cases. The Roxbury Company, being in excellent 
condition when it was bought with the large cash surplus 
previously referred to, and with virtually no minority 
stockholders, continued to pay regularly 10 per cent, divi- 
dend, in addition to the extra dividend of 25 per cent, in 
1889 and a 2J extra dividend in 1890. On the other hand, 
the South Boston Company, with its 143,600 of minority 
stock, dropped from a dividend of 6 per cent, in 1886 and 
7 per cent in 1887 to 5 per cent, in 1891 and 4 per cent, 
in 1892. The Dorchester Company had for a number of 
years before the change in ownership paid 6 per cent, 
annually. The sale of the company within a few weeks 
of the close of the fiscal year 1889 probably accounts for 

*This does not include rent of street mains. Since the company paid 
$100,000 for the use of street mains for the calendar year 1890, it would seem 
that a perfectly fair comparison would require the addition of $50,000 for rent 
of street mains from July 1, 1890, to January 1, 1891. From the item is 
naturally excluded the amounts paid for gas and in dividends. 

t As the obligation for $4,500,000 received nine-tenths of the net earnings 
of the company, this item includes the interest on that obligation as well as 
the dividends on the stock. There is a slight confusion as to the amount of 
the item for 1891. In the Meport of the Investigation of 1893, at p. 47, the 
figures are $470,000 ; at p. 54, those given above ; while the Special Report of 
1892 states that for the fiscal year 1891 the obligation paid 10 per cent. If 
this be true, the company must have paid that year interest and dividends to 
the extent of 1500,000 instead of $473,494.78, as stated above. Of. note, p. 
28 ; also Eighth Annual Report of Gas Commission, p. 253. 
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the 9 per cent, dividend of that year. Reasons have 
already been given why it may have appeared desirable 
to maintain a relatively high rate of dividend on this small 
company. As a matter of fact, this company, after a 6 per 
cent, dividend in 1890, continued to pay 8 per cent, annu- 
ally until 1896, when it jumped its dividend entirely. 
The cause of the apparently sudden turn in the fortunes 
of this company is closely related to the later history of 
the whole Bay State interests, which must be reserved for 
consideration in a future article. 

Let us return now to the affairs of the Bay State Com- 
pany. As a result of the manipulations and operations 
above set forth, it declared its first dividend of 2 per cent, 
on January 1, 1890, as of December 20, 1889. This was 
before it had fairly entered upon industrial operations. 
For the calendar year 1890 the company paid, in all, 7 
per cent, on both stock and obligation for $4,500,000, or 
$350,000, and the next year for like purposes 8 per cent., 
or $400,000, and on March 14, 1892, a further 2.5 per cent., 
or $125,000. This makes in all $875,000 profits for this 
company from the beginning to March 14, 1892, or within 
about twenty-one months after it began to make gas in 
considerable quantities. The high-water mark was reached 
for the fiscal year ending June 30, 1891, when the Bay 
State Company distributed on its capitalization (in divi- 
dends and interest) $500,000, or 100 per cent, per annum 
on its share capital. The next year, under the influence 
of public opinion and legislative threats and investi- 
gation, the rate fell from 10 to 9 per cent. During this 
most flourishing period of twenty-one months the total 
sales of gas to the Boston Company were 1,348.6 million 
feet. Although there is some confusion in the data relat- 
ing to sales to the minor companies, it appears that such 
sales amounted to but 42.1 * million feet to March 1, 1892. 

* The figures for the Boston Company are exact ; but those for the minor 
companies, taken from the annual reports, relate to fiscal years. The annual 
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On this basis the profits of $875,000 were made on total 
sales of 1,390.7 million feet of gas. This gives a net profit 
of 62.91 cents per thousand on gas, which, according to 
the company's own sworn returns, cost but from 33 to 40 
cents to manufacture, and which was sold in the company's 
holders. If this statement seems not to tally with the gen- 
eral selling price and cost of manufacturing previously 
given, it is only necessary to recall the various sources 
of profit possessed by this company apart from the sales 
of gas. 

Such is an outline of the steps by which the managers 
of the Bay State Company succeeded in keeping the foreign 
stocks and bonds at high prices by the payment of a high 
rate of profit on the total capitalization of 85,000,000 of 
the Bay State Company of Massachusetts. The obligation 
for $4,500,000 seemed fully to have accomplished its pur- 
pose. With existing legislation, traditional gas prices, a 
constantly increasing demand for gas, and a constantly de- 
creasing cost of manufacture, it looked in the early months 
of 1892 as if these dazzling profits might continue indefi- 
nitely. The marvellous success of the enterprise up to that 
time could not be questioned. In fact, the success was too 
great to be permanent. All that was needed to threaten, 
check, and destroy such success was that the facts should 
become known. For even the promoters of the enterprise 
could not have hoped that the legislature would refrain 
from attempts to put a stop to such conditions. Nor could 
they have rationally hoped, after the publication of the 
facts and details of their profits, that the companies not 

reports are not clear in every case as to which company sells to the minor com- 
panies. The following statements, however, from the Eighth Annual Report, 
p. 7, show that the error is insignificant : " For most of the year ending 
June 30, 1892, these companies [the Dorchester and Roxbury] distributed a ga3 
which they bought of the Boston Gas Light Company ; but since March, 1892, 
they have bought directly from the Bay State Gas Company"; again, p. 
252, "As the income of the Bay State of Massachusetts has been derived 
almost exclusively from its transactions with the Boston Company, it is fair to 
say that practically its entire profits are from the earnings of the latter." 
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iii the trust would calmly sit by and see such profits go 
into the coffers of their great rival without an attempt to 
compete in so rich a field. The legal situation was such 
as to offer the greatest temptation to competing com- 
panies. For, as already indicated, many of the companies 
in the vicinity had by their charters the right to supply 
Boston proper with gas, provided the consent of the city 
be first secured. 

It will be the object of a future article to trace the steps 
by which a knowledge of the facts delineated above became 
known to the public, and to describe the two lines of attack 
made upon the brilliant career of the Bay State Company 
as a result of this publicity. 

John H. Gray. 

Northwestern University. 



